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Independent Auditors’ ort

To the Board of Commissioners
Housing Authority of the City of Westwego, Louisiana
Westwego, Louisiana

We have audited the accompanying financial statements of the business type activities of the Housing
Authority of the City of Westwego, Louisiana (the Housing Authority) as of and for the year ended June
30, 2006. These financial statements are the responsibility of the Housing Authority’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit inchudes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
the significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of the Housing Authority as of June 30, 2006,
and the respective changes in financial position and cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November 8,
2006 on our consideration of the Housing Authority’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financiat reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
petformed in accordance with Government Auditing Standards and should be read in conjunction with this
report in assessitg the results of our audit.

The management’s discussion and analysis on pages three through five are not a required part of the basic
financial statements but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consist
principally of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit and therefore do not express an opinion on
the information.




Qur audit was conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governmenis, and Non-Profit Organizations, and is not a required part of the basic financial
statements of the Housing Authority. The accompanying schedules of capital fund activity and financial
data also are not a required part of the basic statements of the Housing Authority. It is presented for
purposes of additional analysis as required by the U, S. Department of Housing and Urban Development.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

Latuss & Qotimson, 0P LLEL

Baton Rouge, Louisiana
November 8, 2006




MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of the Housing Authority of the City of Wesiwego’s financial
performance provides an overview af the Authority’s financial activities for the fiscal year ended
June 30, 2006. Please read it in conjunction with the Authority’s financial statements which

begin on page 6.
FINANCIAL HIGHLIGHTS
e The Authority’s net assets increased by .84% as a result of this year’s operations.

e During the year, the Authority had operating and non-operating revenues that were $67,041
more than the $1,236,360 in operating and non-cperating expenses. This compares to last
year when revenues exceeded expenses by $197,158.

e Total cost of all of the Authority’s programs increased by $36,309 or 3.03% over the fiscal
year ending (FYE) June 30, 2005.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Assets and
the Statement of Activities provide information about the activities of the Authority as a whole
and present a longer-term view of the Authority’s finances.

Reporting the Housing Authority as a Whole

One of the most important questions asked about the Authority’s finances is: is the Authority as a
whole better off or worse off as a result of the year’s activities? The Statement of Net Assets and
the Statement of Activities report information about the Authority as a whole and about its
activities in a way that helps answer this question. These statements include a/l assets and
liabilities using the accrual basis of accounting, which is similar to the accounting used by most
private-sector companies. All of the current year’s revenues and expenses are taken into account
regardless of when cash is received or paid.

These two statements report the Authority’s net assefs and changes in them_ You can think of
the Authority’s net assets- the difference between assets and liabilities- as one way to measure
the Authority’s financial health, or financial position. Over time, increases or decreases in the
Authority’s net assets are one indicator of whether its financial health is improving or
deteriorating.

Proprietary Funds

The Housing Authority of the City of Westwego, LA (the Housing Authority) was created
pursuant to the adoption of the United States Housing Act of 1937 to engage in the acquisition,
development, and administration of a low income housing program to provide safe, sanitary, and
affordable housing to the citizens of Westwego, Louisiana.




e Proprietary Funds-These services are generally reported in proprietary funds. Proprietary
funds are reported in the same way that all activities are reported in the Statement of Net

Assets and the Statement of Activities.

The Housing Authority’s combined net assets increased by $67,041 from a year ago.

Net Assets
FYE 6/30/06 FYE 6/30/05
Current and other assets $1,137.422 $ 752478
Capital assets 7,380,864 7,324,977
Total Assets 8,518,286 8,077,455
Current liabilities 489,775 115,985
$8,028,511 7,961,470
Net assets:
Invested in capital assets $ 7,380,864 $ 7,324,977
Restricted 58,000 37.606
Unrestricted 589.647 598,887
Total net assets $8,028,511 $7.961.470
Chanpges in Net Assets
FYE 6/30/06 FYE 6/30/05
Operating Revenues $ 970,850 $1,018,678
Operating Expenses 1,171,798 1,158.207
Operating Loss (200,948) (139,529
Non Operating Revenues
& Expenses 267,989 336,687
Increase in Net Assets $ _ 67,041 $197,158

Business-type Activities

The Housing Authority’s total revenues (excluding special items) decreased by 6.71% (393,808).
The total cost of all programs and services increased by $36309 or 3.03% with no new programs
added this year. Rental revenues decreased by $42,317 and revenues from the U.S. Department
of Housing and Urban Development, interest income and other charges to tenants decreased by
$50,891. The operating subsidy grant decreased by $17,174.




The Hounsing Authority’ s Funds

The Housing Authority only has one fund which is reported as a Proprietary Fund. The net assets
of this fund have increased by $67,041 during the fiscal year ending June 30, 2006.

Budgetary Highlights

The Housing Authority adopts an operating budget that serves as a management tool. For the
fiscal year ended June 30, 2006 the operating budget remained as originally adopted and was not
amended.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets
At June 30, 2006 the Housing Authority had $11,398,841 invested in land, buildings, equipment

and furniture. This amount represents a net increase (including additions and deletions) of
$234,511 or 2.1% over last year.

FYE 6/30/06 EYE 6/30/05

Land $2,264,014 $2,264,014
Buildings 8,719,985 8,486,758
Equipment & Fumiture 414,840 413.556
$11,398.839 $11,164,328

Debt
The Housing Authority has no long term debt as of June 30, 2006.
Economic Factors and Next Year’s Budget

The Housing Authority” s appointed officials considered many factors when setting the fiscal
year June 30, 2006 budget. The Board’ s understanding of the Federal Agency’ s requirements
influences the setting of capital projects. Rental rates charged to tenants are set by Federal
guidelines and therefore cannot be adjusted to maximize revenues. Salaries were adjusted using
guidelines for Civil Service employees and merit increases for non classified employees (the
Executive Director and Assistant Director). The budget for fiscal year 2007 is planned to result
in a healthy balance in unrestricted net assets.

CONTACTING THE HOUSING AUTHORITY’ 5 FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the Housing Authority’ s
finances and to show the Housing Authority’ s accountability for the money it receives. If you
have questions about this report or need additional financial information, contact the Executive
Director at the Housing Authority of the City of Westwego, 1010 Sixth St., Westwego, LA
70094.




Housing Authority of the City of Westwego, Louisiana

Balance Sheet
Proprietary Funds
June 30, 2006
General
Fund
ASSETS
Current assets:
Cash and cash equivalents (Note 2) $ 520,954
Cash and cash equivalents - restricted 58,000
Accounts receivable {(Note 3) 169,620
Accrued interest 2,482
Investments 307,345
Prepaid insurance 66,245
Inventories 12,777
Total current assets 1,137,423
Capital assets:
Land and buildings, net {Note 4) 7,246,397
Equipment, net (Note 4) 134,466
Total capital assets 7,380,863
Total Assets $ 8,518,286
LIABILITIES AND FUND BALANCE
Current liabilities: $
Accounts payable 54,858
Accrued compensated absences 30,420
Tenant security deposits 28,193
Deferred revenue 20,693
Other current liabilities 355,611
Total current liabilities 489,775
NET ASSETS
Invested in capital assets, net of
related debt 7.380,863
Restricted 58,000
Unrestricted 589,648
Total net assets 8,028,511
Total liabilities and net assets $ 8,518,286
——

The accompanying notes are an integral part of these financial statements.




Housing Authority of the Clty of Westwego, Louisiana
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary Funds
For the year ended June 30, 2006

Program
Fund
REVENUES
Tenant rental revenue $ 603,482
Operating subsidy grant 329,838
Other revenue 37,532
Total operating revenues 970,850
EXPENDITURES
Current;
Utilities 250,608
Maintenance 235,716
Depreciation 234,581
Administrative salaries 148,074
Insurance 103,131
Employee benefits 60,827
Legal and professicnal 60,808
Sundry 20,297
Payment in lieu of taxes 11,432
Commissioner allowances 8,850
Telephone 7,681
Other expense 24,588
Training 5,305
Total operating expenditures 1,171,798
Operating income (loss) {200,948)
MNonoperating revenues
Capital Fund grant revenue 332,551
Total nonoperating revenues 332,551
Nonoperating expenses
Repairs and maintenance 39,745
Sundry 24,817
Total nonoperating expenses 64,562
Nonoperating income (loss) 267,989
Net changes in fund balance 67,041
Fund baiance - beginning 7,961,470
Fund balance - ending $ 8,028,511

The accompanying notes are an integrai part of these financial statements.




Housing Authority of the City of Westwego, Louisiana
Statement of Cash Flows
Proprietary Funds
Far the yaar ended June 30, 2006

CASH FLOWS FROM OPERATING ACTIVITIES 2006
Dwelling rent receipts 3 579,933
Operating subsidy and grant receipts 571.408
Insurance proceeds held for repairs 348,631
Other income receipts 30,377
Interest income receipts 5954
Total receipts 1,636,303
Administrative expenses paid 252,217
Tenant services expenses paid 248,895
Ordinary maintenance and operations expenses paid 305,840
General expenses paid 149,053
Total disbursements 956,005
Net cash provided by operating activities 580,208
CASH FLOW FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Property and equipment (291,197}
Invastments (5,387}
Net cash used b y investing activities (296,584)
NET INCREASE (DECREASE) IN CASH 283,714
Cash and cash equivalents, beginning 295,240
Cash and cash equivalents, ending $ 578,954

The accompanying notas ara an integral part of these financial statements.
|
|
|



Housing Authority of the City of Westwego, Louisiana

Statement of Cash Flows
Proprietary Funds
For the year ended Juna 30, 2006

Increase (Decreass) in Net Assets $ 67.041

Adjustments to reconcile increase in net assets
to net cash pravided by operating activities:
Dapreciation Expense
Loss on disposal of equipment
{Increase) Decrease in operating assets
Accounts receivable
Accrued interest
Prepaid insurance
Inventories
Increase (Decrease) in operating liabilities
Accounts Payable
Accrued Liabilities
Insurance proceeds held for repairs
Tenant security deposits
Deferred revenue
Other current liabilities
NET CASH PROVIDED BY OPERATING ACTIVITIES $

Interest paid $

The accompanying noles are an integrai part of these financial statemens.

234,581
731

(89,938)
(1,203)
(8,070)

3,367

4,014
785
348,631
(2.625)
20,291
2693

580,298




Housing Authority of the City of Westwego, Louisiana

Notes to the Financial Statements
For the Year Ended June 30, 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. FORMATION AND OPERATIONS

The Housing Authority of the City of Westwego, Louisiana {the Housing Authority) was created pursuant to the
adoption of the United States Housing Act of 1937 10 engage in the acquisition, development, and administration of a
low income housing program to provide safe, sanitary, and affordable housing to the citizens of Westwego, Louisiana.
Under the Act of 1937, as amended, the U.S. Department of Housing and Urban Development (HUD) has direct
oversight and financial responsibility for administering and overseeing low rent housing programs in the United States.
To accomplish this task, HUD has entered into annual contributions contracts with the Housing Authority for the
purpose of providing assistance to the Housing Authority to acquire, contract, and lease the housing units. The annual
contributions or subsidies also aid in helping the Housing Authority maintain its low rent character.

The Board is composed of five members who are appointed by the Mayor of the City of Westwego, Louisiana. Members
serve staggered year terms. However, the City has no financial responsibility for the Housing Authority and cannot
impose its will on the Housing Authority. The Housing Authority cannot cause the City to incur any financial burden as
a result of its financial decisions.

GASB Statement No. 14, The Reporting Entity, established criteria for detetmining the governmental reporting entity
and component units that should be included within the reporting entity. Under provisions of this Statement, the
Housing Authority is considered a primary government, since it is a special purpose government that has a separately
appointed governing body, is legally separate, and is fiscally independent of other state and local governments. As used
in GASB Statement 14, fiscally independent means that the Housing Authority may, without the approval or consent of
another governmental entity, determine or modify its budget and set rates or charges.

B. MEASUREMENT FOCUS BASIS OF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION

In accordance with both the Louisiana State Reporting Law (LAS-R.S. 24:514), the accompanying financial statements
of the Housing Authority have been prepared in conformity with accounting principles generally accepted in the United
States of America as applied to governmental units. The Governmental Accounting Standards Board is the accepted
standard setting body for establishing governmental accounting and financial reporting principles.

The Housing Authority reports under the governmental proprietary fund type (enterprise fund). Enterprise fands account
for activities similar 1o those found in the private sector, where the determination of net income is necessary or useful to
sound financial administration. The focus for enterprise funds is on income measurement, which, together with the
maintenance of equity, is an important finaneial advisor.

Private sector standards of accounting and financial reporting issued ptiot to Decemnber 1, 1989, generally are followed
in proprietary fund financial statements to the extent that those standards do not conflict with or contradict guidance of
the Governmental Accouniting Standards Board. Governments also have the option of following subsequent private
sector guidance for their business-type activities and enterprise funds, subject to the same limitation. The Housing
Authority has elected to follow subsequent private sector guidance.

The accompanying financial statements are reported using the economic rescurces measurement focus and the accrual
basis of accounting. Revenues are recorded when eamed and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.
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Housing Authority of the City of Westwego, Louisiana

Notes to the Financial Statements
For the Year Ended June 30, 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. SH AND IVA

Cash and cash equivalents include amounts in demand deposits, cash on hand and time deposit accounts. The Housing
Authority considers short-term (maturity of 1ess than 90 days), highly liquid investments as cash equivalents. Under
state law, the Housing Authority may deposit funds in demand deposits, interest bearing demand deposits, money market
accounts or time deposits with state banks organized under Louisiana Law and national banks having their principal
offices in Louisiana.

D. INVESTMENTS

Investments are limited by R.S. 33:2955 and the Housing Autherity’s investment policy. If the original maturities of
investments ate 90 or more days, they are classified as investments; however, if the original maturities are less than 90
days, they are classified as cash equivalents. Investments are carried at fair market value.

E. INVENTORIES

All purchased inventory items are valued at cost using the first-in/first-out method. Acquisition of material and supplies
ate accounted for on the purchase method. Inventory is charged when the item is purchased and expense is charged
when the item is used.

F. CAPITAL ASSETS

Depreciation is computed using the straight-line method over the following estimated useful lives:

Asset Class Estimated Useful Lives
Furniture, office equipment 5
Motor Vehicles 5
Buildings 40
Equipment 5

Capital assets, which include property, plant, and equipment, are reported in the accompanying financial statements.
Capital assets are capitalized at estimated historical cost if historical cost is not available. Donated assets are recorded as
capital assets at their estimated fair market value at the date of donation. The Housing Authority maintains a threshold
level of $500 or more for capitalizing capital assets.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend assets lives are
not capitalized.

Major outlays for capital assets and improvements are capitalized on the last day of the fiscal year in which the projects
are completed.  The results of that method do not differ materially from generally accepted accounting principals.




Housing Authority of the City of Westwego, Louisiana

Notes to the Financial Statements
For the Year Ended June 30, 2006

1. SUMMARY OF SIGNIFI T ACCOUNTING POLICIES (Contin
G. COMPENSATED ABSENCES
The Housing Authority’s policies relating to vacation, sick leave, and compensatory time is summarized as follows:

Vacation and sick leave is determined by the number of years of service and accrues each pay period. Accrued vacation
and sick leave is carried over from year to year. The employees receive all acerued vacation balances at termination.

In some cases employees can earn compensatory time in lieu of overtime. For each hour worked over the scheduled
hours, the employee carns 1% hours of compensatory time.

H. LONG-TERM OBLIGATIONS

Long-term obligations, including compensated absences, are expected to be financed from operating funds.

1. USE OF ESTIMA

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
of America requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statement and the reported

amounts of revenues, expenditures, and expenses during the period.  Accordingly, actual results could differ from those
estimates.

J.  RESTRICTED ASSETS

Tenant deposits and capital fund project checking accounts are included in restricted assets. These two accounts are
restricted for certain transactions,

K. PREFAID ITEMS
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items.
L. ENCUMBRANCES

The Housing Authority does not utilize encumbrance accounting.

M. OPERATING AND NONOPERATING REVENUES

Operating revenues include rents received from tenants as well as operating subsidy grant funds received from HUD.
Interest and other income amounts are included as well.

Non operating revenue includes capital project fund grants received from HUD.

12




Housing Authority of the City of Westwego, Louisiana

Notes to the Financial Statements
For the Year Ended June 30, 2006

BANK DEPOSITS

At June 30, 2006, the Housing Authority has cash and cash equivalents as follows:

Book Bank
Balances Balances
Non Interest bearing demand deposits $ 578,954 $ 610,615
Interest bearing certificate of deposits $ 307,345 $ 307,345

Under state law, federal deposit insurance or the pledge of securities owned by the fiscal agent bank must secure these
bank balances. The market value of the pledged securities plus the federal deposit insurance must at all times equal or
exceed the amount on deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent
bank in a holding or custodial bank that is mutually acceptable to both parties. These deposits are secured from risk by
$100,000 of federal deposit insurance and approximately $1,200,000 of pledged securities held by the trust department
of the fiscal agent bank.

Even though the pledged securities are considered uncollateralized under the provisions of GASB Statement 3, Louisiana
Revised Statute 39:1229 imposes a statutory requirement on the trust department of the fiscal agent bank to advertise and
sell the pledged securities within 10 days of being notified by the District that the fiscal agent has failed to pay deposited

funds upon demand.

1 LE
The following is a summary of receivables at June 30, 2006:
Tenant HUD
Amounts receivable $1,566 $168,054

The Housing Authority believes all receivables will be paid within one year. Therefore, allowance for doubtful accounts
is $0.

CAPITAL ASSETS

Furniture and Fumniture and

Equipment Equipment Accumulated

Drwellings Admin Land Buildings Depreciation Totals
Balance at June 30, 2004 $ 275,894 $ 137,662 $2264,014 $8,486,758 $(3,839,351) $7,324,977
Additions 31,557 26411 -0- 233229 (234,581) 56,616
Disposals (51.693) (4,990} =0 — 0 _35.955 __(128)
Balance at fune 30, 2005 2255758 $159.083 §2.264,014 $8710937 $(4.017.977) 37,380,865

Depreciation expense recorded for the year ended June 30, 2006 was $234,581.
COMPENSATED ABSENCES

At June 30, 2006 employees of the Housing Authority have accumulated and vested $30,420 of vacation benefits and
compensatory time.
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Housing Authority of the City of Westwego, Louisiana

Notes to the Financial Statements
For the Year Ended June 30, 2006

6. PENSION PLAN

10.

1.

12,

The Housing Authority adopted the Housing-Renewal and Local Agency Retirement Plan which is a defined
contribution pension plan. All employees become eligible to enter into the Housing Authority’s retirement plan after one
year of employment if they are age 18 or older. Employee deferral is 5% of the basic employee compensation and the
Housing Authority contributes 7%. Employees fully vest after 5 years of participating in the retirement plan. The
Housing Authority contributed approximately 315,200 1o the pension plan. Plan members deferred approximately
$10,400 to the pension plan.

RISK MANAGEMENT

The Housing Authority is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; and natural disasters for which the Housing Autherity carries commercial insurance,

FEDERAL COMPLIANCE CONTINGENCIES

The Housing Authority is subject to possible examinations made by federal regulators who determine compliance with
terms, conditions, laws and regulations governing the Housing Authority’s activities. These examinations may result in
the Housing Authority receiving a lower HUD score and a reduced HUD subsidy.

ECONCMIC DEPENDENCY

The Housing Authority is economically dependent upon annuat contributions and grants from HUD. HUD provided
approximately 52% of the Housing Authority’s revenue.

T TION COMMITMENT

The Housing Authority had one committed construction project as of June 30, 2006. The contract was in the amount of
$426,600. After year end another contract for roof replacement and mold remediation was executed. These contracts
are part of the capital fund programs.

RELATED PAR SACTI

The governing board of the Housing Authority receives a per diem of $150 for cach month of the board member’s
length of service. For the year ended June 30, 2006 the related party transactions were:

Name Amount
C. Sykes 1,800
D. Thibodaux 1,800
E. LeBlanc 1,800
P. Morris 1,800
D. Fazande 1,650

Total 38,850

No amounts were payable at June 30, 2006.

OTHER CURRENT LIABILITIES

Hurricane Katrina hit the Westwego area late August 2005. The storm severely damaged some of the units owned by the
Housing Autherity. Insurance proceeds were received in anticipation of necessary payments fo repair the units. As of
June 30, 2006, $348,631 had been received and had not yet been used for repairs. This amount is imchided in the
accompanying financial statements as other current liabilities. Additionally $50,140 of insurance proceeds were
received and used for repairs.

14
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Latuso & Johnson, CPA LLC

114 E. Ascension Street 11929 Bricksome Avenue
Gonzales, La 70737 Baton Rouge, La 70816
225-647-2824 225-293-8300

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Commissioners of
Housing Authority of the City of Westwego, Louisiana

We have audited the financial statements of the business-type activities of the Housing Authority of the
City of Westwego, Louisiana (the Housing Authority) as of and for the year ended June 30, 2006, and have
issued our report thereon dated November 8, 2006. We conducted our andit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control over Financizl Reporting

In planning and performing our audit, we considered the Housing Authority’s intemal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinions
on the financial statements and not to provide an opinion on the internzl control over financial reporting.
However, we noted certain matters involving the internal control over financial reporting and its operation
that we consider to be reportable conditions. Reportable conditions involve matters coming {o our attention
relating to significant deficiencies in the design or operation of the internal control aver financial reporting,
that in our judgment, could adversely affect Housing Authority’s ability to record, process, summarize, and
report financial data consistent with the assertions of management in the financial statements. Reportable
conditions are described below:

A material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements caused by
error or fraud in amounts that would be material in relation to the financial statements being andited may
occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. Our consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control that might be reportable conditions and, accordingly, would not
necessarily disclose all reportable conditions that are also considered to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Housing Authority’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, notcompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed instances of noncompliance or other matters that are required to
be reported under Government Auditing Standards and which are described below.




I. Lack of documentation of approval of cash disbursements

Condition: Noted lack of documentation of approval on purchase orders and invoices.
Criteria: Current polities require two administrative signatures on purchase order and/or invoices.

Effect: Unauthorized transactions ot purchases could result from not having the proper authorization by
administrative personnel.

Recommendation: We recommend all invoices and bills to be signed at least once and purchases orders
initialed or signed by two members of administration.

Management’s Response: All invoices and purchase orders should and will have the proper signatures for

payment of invoices or authorization of purchase orders. The breakdown of this control was due to the
chaos caused by Hurricane Katrina.

This repott is intended sclely for the information and use of the board of commissioners, management and
others within the organization and federal awarding agencies and is not intended to be and should not be
used by anyone other that these specified parties.

Latuso & Gobnaon. EPA, LLE

Baton Rouge, Louisiana
November &, 2006
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Latuso & Johnson, CPA LLC
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Commissioners of
Housing Authority of the City of Westwego, Louisiana

Compliance

We have audited the compliance of the Housing Authority of the City of Westwego, Louisiana (Housing
Authority) with the types of compliance requirements described in the U.S. Office of Management and
Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its major federal
programs for the year ended June 30, 20606. The Housing Authority’s tnajor federal programs are identified
in the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its major
federal programs is the responsibility of the Housing Authority’s management. Qur responsibility is to
express an opinion on the Housing Authority’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether nencompliance
with the types of compliance requirements referred to above that could have a direct and material effect on
a major federal program occurred.  An audit includes examining, on a test basis, evidence about Housing
Authority’s compliance with those requirements and petforming such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis fot our opinion. Qur
audit does not provide a legal determination of the Housing Authority’s compliance with those
requirements,

In our opinion, the Housing Authority complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended June 30, 2006. However,
the results of our auditing procedures disclosed one instance of noncompliance with those requirements,
which are required to be reported in accordance with OMB Circular A-133 and which are described in the
accompanying schedule of findings and questioned costs.

Internzl Control over Compliance

The management of the Housing Authority is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to
federal programs. In planning and performing our audit, we considered Housing Authority’s internal
control over compliance with requirements that could bave a direct and material effect on major federal
programs in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on the internal control over compliance in accordance with OMB Circular
A-133.
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Qur consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a reportable condition in which
the design or operation of one or more of the internal control components does not reduce to a relatively
low level the risk that noncompliance with applicable requnirements of laws, regulations, contracts, and
grants caused by error or fraud that would be material in relation to a major federal program being audited
may occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions, We noted no matters involving the internal control over compliance and its
operation that we consider to be material weaknesses.

This report is intenrded solely for the information and use of the Board of Commissioners, management and

others within the organization and federal awarding agencies and is not intended to be and should not be
used by anyone other that these specified parties.

Latuss & oknson, P, LLE

Baton Rouge, Louisiana
November 8, 2006

18




HOUSING AUTHORITY OF THE CITY OF WESTWEGO, LOUISIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2006

Section I- Summary of Auditors’ Results

1.

10.

The avditor’s report expresses an unqualified opinion on the financial statements
of the Housing Authority of the City of Westwego, Louisiana (Housing
Authority).

Onc reportable condition was disclosed during the audit of the financial
statements and is included in this report.

One instance of noencompliance, which is not material to the financial statements
of Housing Authority, which would be required to be reported in accordance with
Government Auditing Standards, were disclosed during the audit.

One reportable condition in internal control over major federal award programs
disclosed during the audit is reported in this report. This condition is not reported
as material weaknesses.

The auditor’s report on compliance for the major federal award programs for
Housing Authority expresses an unqualified opinion on all major federal

programs.

Audit findings that are required to be reported in accordance with Section 510{a)
of OMB Circular A-133 are reported in this Schedule.

The programs tested as major programs included:

a. Public and Indian Housing, Department of Housing and Urban
Development (CFDA 14.872)

The threshold used for distinguishing between Type A and B programs was
$300,000.

The Housing Authority qualified as a low-risk auditee.

There were two findings reported in the Schedule of Findings and Questioned
costs in the prior year.
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HOUSING AUTHORITY OF THE CITY OF WESTWEGO, LOUISIANA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2006

Section |- Findings — Financial Statement Audit
Questioned
Costs
Department of Housing and Urban Development

2006-1  Lack of documentation of approval of cash disbursements

Condirion: Nine disbursements from the major programs were tested.
Seven of the nine did not have the appropriate administrative signatures.

Criteria: Current policies require two administrative signatures on
purchase orders and/or invoices.

Effect: Unauthorized transactions or purchases could result from
not having the proper authorization by administrative personnel.
$160,000
Recommendation: We recommend all invoices and bills to be signed
at least once and purchases orders initialed or signed by two members
of administration.

Management’s Response: All invoices and purchase orders should
and will have the proper signatures for payment of invoices or

authorization of purchase orders. The breakdown of this control was
due to the chaos caused by Hurricane Katrina.

Total ' $160,000
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Housing Authority of the City of Westwego, Louisiana
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2006

Federal CFDA Pass Through
FEDERAL GRANTOR / PROGRAM NAME Number Entity's Number Aclivity

U. 8. Department of Housing and Urban Development

Public Housing - Operating Subsidy 14.850 $ 329,836

Public Housing - Capital Fund Program 14.872 3 332,550

Total $ 662,386
L

The accompanying notes are an integral part of these financial statements.




Housing Authority for the City of Westwego, Louisiana
Notes to Schedule of Expenditures of Federal Awards for the Year Ended
June 30, 2006

NOTE A — BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of the Housing Authority and is presented on the accrual basis of accounting.
The information in this schedule is presented in accordance with the requirements of
OMB Circular A-133, “Audits of States, Local Governments, and Non-Profit
Organizations.” Therefore, some amounts presented in this schedule may differ from
amounts presented in, or used in the preparation of, the basic financial statements.
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Housing Authority of the City of Westwego, Louisiana
Schedule of Capital Fund Activity
For the Year Ended June 30, 2006

The following capital fund programs are reported in the June 30, 2004 report:

Project No. LAA8P(11501-03

Funds Approved $ 455,760

Funds Advanced 455,760
Funds Remaining $ 0

Funds Advanced $ 455,760

Funds Expended 455,760
Excess (Deficiency) $ 0

These expenditures were tested and audited by Karen Johnson, CPA, APAC during our
audit of the financial statements for the fiscal year ended June 30, 2006.

The Comprehensive Grant Program LA48P011501-03 was completed with all budgeted
amounts expended and the Actual Cost Modernization Cost Certificate submitted to the
Department of Housing and Urban Development on March 29, 2006.




Housing Authority of the City of Westwego, Louisiana
Schedule of Prior Year Audit Findings
For the year ended June 30, 2006

Fiscal Year Planned Corractive
Finding Cormective Action or Partial
Ref. Initially Action Correction Action
No. Oocurrad Description of Finding Taken Taken
Section |- Intemal Contral and Compliance Material to the Financial Staterents
2005-1 2005  Lack of supporting documentation for Yes No instances of unsupported disbursements
cash disbursements were noted
Section 1§ - Intemal Control and Compliance Material to Federa! Awards
2005-2 2004 Lack of supparting documentation and Yes Management wilt see that
errors in tenant files terant files are reviewed by another
Housing autyhority employea
2005-3 2004  Systematic pracess of purging tenant Yes Management will no langer purge tenant
file documents dated prior to 1997, fileg

Section lll - Management Letter

None natad,
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Latuso & Johnson, CPA LLC

114 E. Ascension Street 11929 Bricksome Avenue
Gonzales, La 70737 Baton Rouge, La 70816
225-647-2824 225-293-8300

To the Board of Commissioners
and the Executive Director
of the Housing Authority of the City of Westwego, Louisiana

In planning and performing our audit of the financial statements of the Housing Authority of the City of
Westwego, Louisiana (the Housing Authority), for the year ended June 30, 2006, we considered its internal
control in order to determine our auditing procedures for the purpose of expressing our opinions on the
financial statements and not to provide assurance on the internal control. However, we noted certain matters
involving intemal control and its operation that we consider to be reportable conditions under standards
established by the American Institute of Certified Public Accountants. Reportable conditions involve matters
coming to our attention reiating to significant deficiencies in the design or operation of internal control that, in
our judgment, could adversely affect [the Housing Authority’s ability to initiate, record, process, and report
financial data consistent with the assertions of management in the financial statements. Our consideration of
internal control was for the limited purpose described in the preceding paragraph and would not necessarify
disclose all matters that might be reportable conditions. In addition, because of inherent limitations in internal
control, errors or fraud may occur and not be detected by such controls.

The internal controf system requires that management ensure compliance with all laws and requlations, including
those related to the operation of the federal funds. One such requirement is that the time between the draw down
of federal funds and the disbursement of those funds be minimized. During our testing we noted that on at least
one occasion, the funds drawn down for a capital fund project exceeded the disbursements for that project by
over $37,000 for a period of ane month. We recommend that the system for minimizing the time federal funds are
held be revised so that the draw downs are made on the same day the checks are released.

This report is intended solely for the information and use of the Board of Commissioners of the Housing Authority,
management, and not intended to be and should not be used by anyone other than these specified parties.

Latwso- & Johwuon; CPA, LLC

Baton Rouge, Louisiana
November 8, 2006
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